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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, including but not limited to, statements regarding our future revenues, future plans,
objectives, expectations and events, assumptions and estimates. Forward-looking statements can be identified by use
of the words or phrases “will,” “will likely result,” “are expected to,” “will continue,” “estimate,” “project,” “potential,” “believe,” “plan,”
“anticipate,” “expect,” “intend,” or similar expressions and variations of such words. Statements that are not historical facts
are based on our current expectations, beliefs, assumptions, estimates, forecasts and projections for our business and
the industry and markets related to our business.

The forward-looking statements contained in this report are not guarantees of future performance and involve certain
risks, uncertainties and assumptions which are difficult to predict. Actual outcomes and results may differ materially
from what is expressed in such forward-looking statements. Important factors which may affect these actual outcomes
and results include, without limitation:

· tourism and weather conditions in the areas we serve;
· the economies of the U.S. and other countries in which we conduct business;

· our relationships with the governments we serve;
·regulatory matters, including resolution of the negotiations for the renewal of our retail license on Grand Cayman;

· our ability to successfully enter new markets, including Mexico and Asia; and
· other factors, including those “Risk Factors” set forth under Part I, Item 1A. “Risk Factors” in this Annual Report.

The forward-looking statements in this Annual Report speak as of its date. We expressly disclaim any obligation or
undertaking to update or revise any forward-looking statement contained in this Annual Report to reflect any change
in our expectations with regard thereto or any change in events, conditions or circumstances on which any
forward-looking statement is based, except as may be required by law.

References herein to “we,” “our,” “ours” and “us” refer to Consolidated Water Co. Ltd. and its subsidiaries.

Note Regarding Currency and Exchange Rates

Unless otherwise indicated, all references to “$” or “US$” are to United States dollars.
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The exchange rate for conversion of Cayman Island dollars (CI$) into US$, as determined by the Cayman Islands
Monetary Authority, has been fixed since April 1974 at US$1.20 per CI$1.00.

The exchange rate for conversion of Belize dollars (BZE$) into US$, as determined by the Central Bank of Belize, has
been fixed since 1976 at US $0.50 per BZE$1.00.

The exchange rate for conversion of Bahamas dollars (B$) into US$, as determined by the Central Bank of The
Bahamas, has been fixed since 1973 at US$1.00 per B$1.00.

The official currency of the British Virgin Islands is the United States dollar.

Our Netherlands subsidiary conducts business in US$ and euros, our Indonesian subsidiary conducts business in US$
dollars and Indonesian rupiahs, and our Mexico subsidiary conducts business in US$ and Mexican pesos. The
exchange rates for conversion of euros, rupiahs and Mexican pesos into US$ vary based upon market conditions.
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PART I

ITEM 1. BUSINESS

Overview

We develop and operate seawater desalination plants (that utilize reverse osmosis technology) and water distribution
systems in areas where naturally occurring supplies of potable water are scarce or nonexistent. Through our
subsidiaries and affiliates, we provide the following services to our customers in the Cayman Islands, The Bahamas,
Belize, the British Virgin Islands and Indonesia:

•

Retail Water Operations. We produce and supply water to end-users, including residential, commercial and
government customers in the Cayman Islands under an exclusive retail license issued by the Cayman
Islands government to provide water in two of the three most populated and rapidly developing areas on
Grand Cayman Island. We also have a desalination plant in Bali, Indonesia that sells water to resort and
residential properties. In 2015, our retail water operations generated approximately 41% of our consolidated
revenues. Substantially all of our retail revenues were generated by our Grand Cayman operations.

•
Bulk Water Operations. We produce and supply water to government-owned distributors in the Cayman Islands,
Belize and the Bahamas. In 2015, our bulk water operations generated approximately 56% of our consolidated
revenues.

•

Services Operations. We provide engineering and management services for desalination projects, which include the
design and construction of desalination plants and the management and operation of desalination plants owned by
other companies. In 2015, our services operations generated approximately 3% of our consolidated revenues. We also
own 99.9% of a Mexican company, N.S.C. Agua, S.A. de C.V., (“NSC”) that we formed to develop a project
encompassing the construction and operation of a 100 million gallon per day seawater reverse osmosis desalination
plant to be located in northern Baja California, Mexico and an accompanying pipeline to deliver water to the Mexican
potable water system. This project is in the development stage and NSC does not presently generate any revenues.

•
Affiliate Operations. We own 50% of the voting rights and 43.53% of the equity rights of Ocean Conversion (BVI)
Ltd. (“OC-BVI”), which produces and supplies bulk water to the British Virgin Islands Water and Sewerage
Department.
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As of December 31, 2015, the number of plants we, or our affiliates, operated in each country and the production
capacities of these plants are as follows:

Location Plants Capacity(1)

Cayman Islands 7 9.1
Bahamas 3 15.2
Belize 1 0.6
British Virgin Islands 2 0.8
Bali 1 0.8
Total 14 26.5

(1)	In millions of gallons per day.

Strategy

Our strategy is to provide water services in areas where (i) the supply of potable water is scarce and (ii) the production
of potable water by reverse osmosis desalination is, or will be, economically viable for customers in those areas. We
focus primarily on markets with the following characteristics:

• inadequate sources of potable water.
• favorable regulatory and tax environments.

•a large proportion of tourist properties (which historically have generated higher volume sales than residential
properties).

• growing populations and economies.
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We believe that our potential market includes any location with a demand for, but a limited supply of, potable water
and that has access to seawater. The desalination of seawater is the most widely used process for producing potable
water in areas with an insufficient natural supply. In addition, in many locations, desalination is the only commercially
viable means to expand the existing water supply. We believe that our experience in the development and operation of
reverse osmosis desalination plants provides us with the capabilities to successfully expand our operations beyond our
existing markets and we expect to do so in the coming years.

Key elements of our strategy include:

•
Expanding our existing operations in the Cayman Islands, The Bahamas and Belize. We plan to continue to seek
new water supply agreements and licenses, renewing our existing supply agreements, and increasing our production
levels in our existing markets.

•

Penetrating new markets. We plan to continue to seek opportunities to profitably expand our operations into new
markets that have significant unfulfilled demands for potable water. These markets include the rest of the Caribbean,
Mexico, Asia, the United States and other areas where we can provide water on a profitable basis and in favorable
regulatory environments. We may pursue these opportunities either on our own or through joint ventures and strategic
alliances.

•

Broadening our existing and future operations into complementary services. We consider opportunities to
leverage our water-related expertise to enter complementary service industries as viable complements to our existing
business and will pursue such opportunities as they arise. We may pursue these opportunities either on our own or
through joint ventures, strategic alliances and/or acquisitions. Consistent with this strategy, in February 2016, we
acquired 51% of the ownership of Aerex Industries, Inc., a U.S. original equipment manufacturer and service provider
of a wide range of products and services applicable to municipal water and industrial water treatment.
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Our Company

We conduct our operations in the Cayman Islands, The Bahamas, Belize, the British Virgin Islands, Indonesia, and the
United States through the following operating subsidiaries and affiliates:

•

Cayman Water Company Limited (“Cayman Water”). Cayman Water operates under an exclusive retail license
granted by the Cayman Islands government to provide water to customers within a prescribed service area on Grand
Cayman that includes the Seven Mile Beach and West Bay areas, two of the three most populated areas in the
Cayman Islands. Cayman Water owns and operates four desalination plants and is the only non-government owned
public water utility on Grand Cayman.

•

Ocean Conversion (Cayman) Limited (“OC-Cayman”). OC-Cayman provides bulk water under various licenses and
agreements to the Water Authority-Cayman, a government-owned utility and regulatory agency, which distributes the
water to properties located outside our exclusive retail license service area in Grand Cayman. OC-Cayman
operates three desalination plants owned by the Water Authority-Cayman.

•
Consolidated Water (Bahamas) Limited (“CW-Bahamas”). We own a 90.9% equity interest in CW-Bahamas, which
provides bulk water under long-term contracts to the Water and Sewerage Corporation of The Bahamas, a government
agency. CW-Bahamas owns and operates our largest desalination plant and two other desalination plants.

•
Consolidated Water (Belize) Limited (“CW-Belize”). CW-Belize owns and operates one desalination plant and has an
exclusive contract to provide bulk water to Belize Water Services Ltd., a water distributor that serves residential,
commercial and tourist properties in Ambergris Caye, Belize.

•Aquilex, Inc. This subsidiary, a United States company, provides financial, engineering and supply chain
management support services to our subsidiaries and affiliates.

•

Ocean Conversion (BVI) Ltd. (“OC-BVI”). We own 50% of the voting stock of our affiliate, OC-BVI, a
British Virgin Islands company, which sells bulk water to the Government of the British Virgin Islands
Water and Sewerage Department. We own an overall 43.53% equity interest in OC-BVI’s profits and certain
profit sharing rights that raise our effective interest in OC-BVI’s profits to approximately 45%. OC-BVI also
pays our subsidiary, DesalCo Limited, fees for certain engineering and administrative services. We account
for our investment in OC-BVI under the equity method of accounting.
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•DesalCo Limited (“DesalCo”). A Cayman Islands company, DesalCo provides management, engineering and
construction services for desalination projects.
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•

Consolidated Water Cooperatief, U.A. (“CW-Cooperatief”) and N.S.C. Agua, S.A. de C.V. (“NSC”).
CW-Cooperatief is a wholly-owned Netherlands subsidiary organized in 2010. CW-Cooperatief owns a 99.9%
interest in NSC, a Mexican company. NSC was formed to pursue a project encompassing the construction, ownership
and operation of a 100 million gallon per day seawater reverse osmosis desalination plant to be located in northern
Baja California, Mexico and accompanying pipeline to deliver water to the Mexican potable water system. This
project is currently in the development stage and NSC does not generate any operating revenues.

•

Consolidated Water (Asia) Pte. Limited (“CW-Asia”) and PT Consolidated Water Bali (“CW-Bali”). During 2012,
we formed CW-Asia, a 95% owned Singapore company and CW-Bali, an Indonesian company, which is 95% owned
by CW-Asia. CW-Bali owns and operates a 790,000 gallon per day desalination plant that provides water to resort and
residential properties in the Nusa Dua area of Bali, Indonesia.

Our Operations

We have three business segments: retail water operations, bulk water operations and services operations. Our retail
water operations supply water to end-users, including residential, commercial and government customers. Our bulk
water operations supply water to government-owned distributors. Our retail and bulk operations serve customers in
the Cayman Islands, The Bahamas, Belize, the British Virgin Islands and Indonesia. Our services operations provide
engineering and management services, which include the design and construction of desalination plants and the
management and operation of desalination plants.

For fiscal year 2015, our retail water, bulk water and service operations generated approximately 41%, 56% and 3%,
respectively, of our consolidated revenues. For information about our business segments and geographical information
about our operating revenues and long-lived assets, see Note 16 to our consolidated financial statements at ITEM 8 of
this Annual Report.

Retail Water Operations

For fiscal years 2015, 2014 and 2013, our retail water operations accounted for approximately 41%, 37% and 36%,
respectively, of our consolidated revenues. This business produces and supplies water to end-users, including
residential, commercial and government customers in the Cayman Islands and Indonesia.

We sell water through our retail operations to a variety of residential, commercial and government customers through
our wholly-owned subsidiary, Cayman Water, which operates under an exclusive license issued to us by the Cayman
Islands government. As discussed below, this license was set to expire in July 2010 but has since been extended while
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negotiations for a new license take place. Pursuant to the license, we have the exclusive right to produce potable water
and distribute it by pipeline to our licensed service area which consists of two of the three most populated areas of
Grand Cayman Island, Seven Mile Beach and West Bay.

Under our license, we pay a royalty to the government of 7.5% of our gross retail water sales revenues (excluding
energy cost adjustments). The selling prices of water sold to our customers are determined by the license and vary
depending upon the type and location of the customer and the monthly volume of water purchased. The license
provides for an automatic adjustment for inflation or deflation on an annual basis, subject to temporary limited
exceptions, and an automatic adjustment for the cost of electricity on a monthly basis. The Water Authority-Cayman
(“WAC”), on behalf of the government, reviews and confirms the calculations of the price adjustments for inflation and
electricity costs. If we wish to adjust our prices for any reason other than inflation or electricity costs, we must request
prior approval of the Cabinet of the Cayman Islands government. Disputes regarding price adjustments would be
referred to arbitration.

This license was set to expire on July 10, 2010; however, we and the Cayman Islands government have extended the
license several times in order to provide sufficient time to negotiate the terms of a new license agreement. The most
recent extension of our license was scheduled to expire December 31, 2015, however, we have been informed by the
WAC that our license will be extended through June 30, 2016 and that formal documentation of such extension is in
process.

In February 2011, the Water (Production and Supply) Law, 2011 and the Water Authority (Amendment) Law, 2011
(the “New Laws”) were published and enacted. Under the New Laws, the WAC will issue any new license, and such
new license could include a rate of return on invested capital model as discussed in the following paragraph.

Following the enactment of the New Laws, we were advised in correspondence from the Cayman Islands government
and the WAC that: (i) the WAC is the principal negotiator, and not the Cayman Islands government, in our license
negotiations, and (ii) the WAC had determined that a rate of return on invested capital model (“RCAM”) for the retail
license is in the best interest of the public and our customers. RCAM is the rate model currently utilized in the
electricity transmission and distribution license granted by the Cayman Islands government to the Caribbean Utilities
Company, Ltd. We responded to the Cayman Islands government that we disagreed with its position on these two
matters and negotiations for a new license temporarily ceased.
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In July 2012, in an effort to resolve several issues relating to our retail license renewal negotiations, we filed an
Application for Leave to Apply for Judicial Review (the “Application”) with the Grand Court of the Cayman Islands
(the “Court”), stating that: (i) certain provisions of the New Laws appear to be incompatible, (ii) the WAC’s roles as the
principal license negotiator, statutory regulator and our competitor put the WAC in a position of hopeless conflict, and
(iii) the WAC’s decision to replace the rate structure under our current exclusive license with RCAM was
predetermined and unreasonable. In October 2012, we were notified that the Court agreed to consider the issues
outlined in the Application.

The hearing for this judicial review was held on April 1, 2014. Prior to the commencement of the hearing, the parties
agreed that the Court should solely be concerned with the interpretation of the statutory provisions. As part of this
agreement, the WAC agreed to consider our submissions on the RCAM model and/or alternative models of pricing. In
June 2014, the Court determined that: (i) the renewal of the license does not require a public bidding process; and (ii)
the WAC is the proper entity to negotiate with us for the renewal of the license.

Our submissions on the RCAM model and/or alternative models of pricing were made to the WAC on June 9, 2014.
We received a letter from the WAC dated September 11, 2014, which fully rejected our submissions and stated that
they intended to provide us with a draft RCAM license in due course.

On November 21, 2014, we wrote to the Minister of Works offering to recommence license negotiations on the basis
of the RCAM model subject to certain conditions which are: (i) the Government would undertake to amend the
current water legislation to provide for an independent regulator and a fair and balanced regulatory regime more
consistent with that provided under the electrical utility regulatory regime, (ii) the Government and we would
mutually appoint an independent referee and chairman of the negotiations, (iii) our new license would provide
exclusivity for the production and provision of all piped water, both potable and non-potable, within its Cayman
Islands license area, (iv) the Government would allow us to submit our counter proposal to the WAC’s June 2010
RCAM license draft, and (v) the principle of subsidization of residential customer rates by commercial customer rates
would continue under a new license. On March 23 2015, we received a letter from the Minister of Works with the
following responses to our November 21, 2014 letter: (1) while the Cayman government plans to create a new public
utilities commission, the provision of the new retail license will not depend upon the formation of such a commission;
(2) any consideration regarding inclusion of the exclusive right to sell non-potable water within the area covered by
the retail license will not take place until after the draft license has proceeded through the review process of the
negotiations; (3) rather than allow us to submit our counter proposal to the WAC’s June 2010 RCAM license draft, the
WAC will draft the license with the understanding that we will be allowed to propose amendments thereto; (4) the
principle of subsidization of residential customer rates by commercial customer rates would continue under the new
license; and (5) a request that we consider eliminating the monthly minimum volume charge in the new license.
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We recommenced license negotiations with the WAC during the third quarter of 2015 based upon a draft RCAM
license provided by the WAC. Such license negotiations remain on-going. We are presently unable to determine when
such negotiations will be completed or the final outcome of such negotiations.

See further discussion of this matter at ITEM 1.A. RISK FACTORS and ITEM 7. MANAGEMENT’S DISCUSSION
AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS - Material Commitments,
Expenditures and Contingencies.

Facilities

Our retail operations in the Cayman Islands produce potable water at four reverse osmosis seawater conversion plants
in Grand Cayman located at our Abel Castillo Water Works (“ACWW”), Britannia and West Bay sites. We own the
land for our ACWW and West Bay plants and have entered into a lease for the land for our Britannia plant that expires
January 1, 2027. The current production capacity of the two plants located at ACWW is 2.2 million gallons of water
per day. The production capacity of the Britannia plant is 715,000 gallons of water per day. The production capacity
of the West Bay plant is 910,000 gallons of water per day.

Electricity to our plants is supplied by Caribbean Utilities Co. Ltd., a publicly traded utility company. We maintain
diesel engine-driven standby generators at all three retail plant sites with sufficient capacity to operate our distribution
pumps and other essential equipment during any temporary interruptions in electricity supply. Standby generation
capacity is available at our West Bay plant and ACWW plants to operate a portion of the water production capacity as
well.

In the event of an emergency, our distribution system is connected to the distribution system of the WAC. In prior
years, we have purchased water from the WAC for brief periods of time and have also sold potable water to the WAC
from our retail plants.

Our pipeline system on Grand Cayman covers the Seven Mile Beach and West Bay areas and consists of
approximately 90 miles of potable water pipeline. We extend our distribution system periodically as demand warrants.
We have a main pipe loop covering the Seven Mile Beach and West Bay areas. We place extensions of smaller
diameter pipe off our main pipe to service new developments in our service area. This system of building branches
from the main pipe keeps construction costs low and allows us to provide service to new areas in a timely manner.
Developers are responsible for laying the pipeline within their developments at their own cost, but in accordance with
our specifications. When a development is completed, the developer then transfers operation and maintenance of the
pipeline to us.
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Customers

We enter into contracts with hotels, condominiums, residential homes and other properties located in our existing
licensed area to provide potable water. In the Seven Mile Beach area, our primary customers are the hotels and
condominium complexes that serve the tourist industry. In the West Bay area, our primary customers are residential
homes.

We bill our customers on a monthly basis based on metered consumption and bills are typically collected within 30 to
35 days after the billing date. Receivables not collected within 45 days subject the customer to disconnection from
water service. In 2015, 2014 and 2013, bad debts represented less than 1% of our total annual retail sales. In addition
to their past due invoice balance, customers that have had their service disconnected must pay re-connection charges.

Historically, demand on our pipeline distribution has varied throughout the year. Demand depends upon various
factors including the number of tourists visiting and the amount of rainfall during any particular time of the year and
other cyclical climate conditions. In general, the majority of tourists come from the United States during the winter
which is also the dry season.

Developing Retail Operations in Bali, Indonesia

During the latter half of 2012, we commenced, through our subsidiary, PT Consolidated Water Bali, the construction
of a seawater reverse osmosis (“SWRO”) plant with an initial capacity of 264,000 gallons per day in Nusa Dua, one of
the primary tourist areas of Bali, Indonesia. Nusa Dua has a target customer profile consisting of tourist resorts and
luxury/vacation residences comparable to our retail service area on Grand Cayman. We believe the water demands of
these properties in Nusa Dua already exceed the supply capacity of the local public water utility, will soon exceed
other local sources (such as wells), and that other areas of Bali will also eventually experience fresh water shortages.
However, as SWRO has not been employed to any meaningful extent in Bali, we concluded that to obtain customers
in Bali we must first demonstrate the viability of SWRO as well as our capabilities and expertise. Consequently, we
elected to construct this plant before obtaining water supply agreements for its production. During 2014, we expanded
the capacity of this plant to 790,000 gallons per day. We believe sufficient demand exists in Nusa Dua to enable us to
sell all of the plant’s capacity, although we cannot assure that we will be able to do so. As of December 31, 2015, the
capitalized costs for this plant reflected on our consolidated balance sheet were approximately $3.0 million.

See further discussion of our Bali retail operations at ITEM 1.A. RISK FACTORS and ITEM 7. MANAGEMENT’S
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
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Bulk Water Operations

For fiscal years 2015, 2014 and 2013, our bulk water operations accounted for approximately 56%, 60% and 63%,
respectively, of our consolidated revenues. This business produces potable water from seawater and sells this water to
governments in the Cayman Islands, Belize and The Bahamas.

Bulk Water Operations in the Cayman Islands

Through our wholly-owned subsidiary OC-Cayman we provide bulk water on a take-or-pay basis to the WAC, a
government owned utility and regulatory agency, under various agreements. The WAC in turn distributes that water to
properties in the parts of Grand Cayman that are outside of our retail license area.

The water we sell to the WAC is produced at three reverse osmosis seawater conversion plants in Grand Cayman that
are owned by the WAC but designed, built and operated by OC-Cayman: the Red Gate, North Sound and North Side
Water Works plants, which have production capacities of approximately 1.3 million, 1.6 million and 2.4 million
gallons of water per day, respectively. The plants that we operate for the WAC are located on land owned by the
WAC.

The current operating agreement for the Red Gate plant expires in July 2017. The current operating agreement for the
North Sound plant expires in April 2017. The current operating agreement for the North Side Water Works plant
expires in June 2019.

Bulk Water Operations in Belize

In Belize, we sell bulk water through our wholly-owned subsidiary CW-Belize.

Facilities

We own the reverse osmosis seawater conversion plant in Belize and lease the land on which our plant is located from
the Belize government at an annual rent of BZE$1.00. The land lease expires in March 2026. The production capacity
of the plant is 600,000 gallons of water per day.
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Electricity to our plant is supplied by Belize Electricity Limited. At the plant site, we maintain a diesel engine-driven,
standby generator with sufficient capacity to operate 100% of our water production equipment during any temporary
interruption in the electricity supply.

Customers

In Ambergris Caye, Belize we are the exclusive provider of water to Belize Water Services Ltd. (“BWSL”), a
government controlled entity which distributes the water through its own pipeline system to residential, commercial
and tourist properties. BWSL distributes our water primarily to residential properties, small hotels, and businesses that
serve the tourist market. The base price of water supplied, and adjustments thereto, are determined by the terms of the
contract, which provides for annual adjustments based upon the movement in the government price indices specified
in the contract, as well as monthly adjustments for changes in the cost of diesel fuel and electricity.

We have an exclusive contract with BWSL to supply a minimum of 2.03 million gallons of water per week or, upon
demand, up to 2.94 million gallons per week, on a take-or-pay basis. This contract expires on March 23, 2026. BWSL
has the right, with six months advance notice before the expiration date, to renew the contract for a further 25-year
period on the same terms and conditions.

Bulk Water Operations in The Bahamas

We sell bulk water in The Bahamas to the Water and Sewerage Corporation of The Bahamas (“WSC”) and to a private
resort on Bimini through our majority-owned subsidiary, CW-Bahamas.

Facilities

We currently supply bulk water in The Bahamas from our Windsor, Blue Hills and Bimini plants.

The water supply agreement for our Windsor plant, which has a capacity of 3.1 million gallons per day, was scheduled
to expire in July 2013. As discussed hereinafter, (see “Customers”) at present CW-Bahamas continues to supply water
from the Windsor plant on a month-to-month basis at the request of the government of The Bahamas.
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We supply water from the Blue Hills plant, our Company’s largest seawater conversion facility with a capacity of 12.0
million gallons per day under the terms of a water supply agreement with the WSC that expires in March 2032.

The Bimini plant has a capacity of 115,000 gallons per day and supplies water to a private resort under a water supply
agreement that expires in December 2020.

The high-pressure pumps at our Windsor and Blue Hills plants in the Bahamas are diesel engine-driven. Electricity for
the remainder of our plant operations is supplied by Bahamas Electricity Corporation. We maintain a standby
generator with sufficient capacity to operate essential equipment at our Windsor and Blue Hills plants and are able to
produce 100% of the production capacity with these plants during temporary interruptions in the electricity supply.

Customers

We provide bulk water to the WSC, which distributes the water through its own pipeline system to residential,
commercial and tourist properties on the Island of New Providence.

Pursuant to a water supply agreement, we were required to provide the WSC with at least 16.8 million gallons per
week of potable water from the Windsor plant. This water supply agreement was scheduled to expire when we
delivered the total amount of water required under the agreement in July 2013, but has been extended on a
month-to-month basis. At the conclusion of the agreement, the WSC has the option to:

i.extend the agreement for an additional five years at a rate to be negotiated;

ii.exercise a right of first refusal to purchase any materials, equipment and facilities that CW-Bahamas intends to
remove from the site at a purchase price to be negotiated with CW-Bahamas; or

iii. require CW-Bahamas to remove all materials, equipment and facilities from the site.

At the request of the government of The Bahamas, we continue to operate and maintain the Windsor plant on a
month-to-month basis to provide the government of The Bahamas with additional time to decide whether or not it will
extend CW-Bahamas’ water supply agreement for the Windsor plant on a long-term basis.

Under the terms of the water supply agreement for our Blue Hills plant, we are required to deliver and the WSC is
required to purchase a minimum of 63.0 million gallons per week. The term of the Blue Hills water supply agreement
expires the later of March 2032 or the date we deliver the total amount of water required under the agreement. At the
conclusion of the agreement, the WSC has the option to:
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i.extend agreement for an additional five years at a rate to be negotiated;

ii.exercise a right of first refusal to purchase any materials, equipment and facilities that CW-Bahamas intends to
remove from the site at a purchase price to be negotiated with CW-Bahamas; or

iii. require CW-Bahamas to remove all materials, equipment and facilities from the site.

Services Operations

For fiscal years 2015, 2014 and 2013, our services operations accounted for approximately 3%, 3% and 1%,
respectively, of our consolidated revenues and are comprised of businesses providing services in the Cayman Islands,
The Bahamas, and the British Virgin Islands. These businesses provide engineering and management services, which
include designing and constructing desalination plants, and managing and operating plants owned by affiliated
companies.

We provide design, engineering and construction services for desalination projects through DesalCo, which is
recognized by suppliers as an original equipment manufacturer of reverse osmosis seawater desalination plants for our
Company. DesalCo also provides management services to our affiliates.

Our engineering department also conducts research and development. We frequently test new components and
technology offered by suppliers in our business and, at times, we collaborate with suppliers in the development of
their products.

Aquilex, Inc., our wholly-owned U.S. subsidiary located in Coral Springs, Florida, provides financial, engineering and
supply chain support services to our operating segments.

Affiliate Operations

Our affiliate, OC-BVI, sells water to the Government of the British Virgin Islands Water and Sewerage Department
(“BVIW&S”). We own 50% of the voting shares of OC-BVI and have an overall 43.53% equity interest in the profits of
OC-BVI. We also own separate profit sharing rights in OC-BVI that raise our effective interest in OC-BVI’s profits
from 43.53% to approximately 45%. Sage Water Holdings (BVI) Limited (“Sage”) owns the remaining 50% of the
voting shares of OC-BVI and the remaining 55% interest in its profits. Under the Articles of Association of OC-BVI,
we have the right to appoint three of the six directors of OC-BVI. Sage is entitled to appoint the remaining three
directors. In the event of a tied vote of the directors, the President of the Caribbean Water and Wastewater
Association, a regional trade association comprised primarily of government representatives, is entitled to appoint a
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junior director to cast a deciding vote.

We provide certain engineering and administrative services to OC-BVI for a monthly fee and a bonus arrangement
which provides for payment of 4% of the net operating income of OC-BVI.

We account for our interests in OC-BVI using the equity method of accounting.

Customers

OC-BVI sells bulk water to BVIW&S, which distributes the water through its own pipeline system to residential,
commercial and tourist properties on the islands of Tortola and Jost Van Dyke in the British Virgin Islands. OC-BVI
provides operating, engineering and procurement services for the Baughers Bay plant under a short-term agreement
with Sage.

Facilities

OC-BVI owns and operates a 720,000 gallons per day plant at Bar Bay, Tortola, that supplies water to the BVI
government under a contract dated March 4, 2010 that has a term of seven years with a seven-year renewal option
exercisable by the BVI government. OC-BVI purchases electrical power to operate this plant from BVI Electric Co.
and operate diesel engine driven emergency power generators which can produce 100% of the plant’s production
capacity when BVI Electric Co. is unable to provide power to the plant.

OC-BVI’s plant on the island of Jost Van Dyke has a capacity of 60,000 gallons per day. This plant operates under a
10-year contract with the BVI government that expired July 8, 2013. Pursuant to the contract, OC-BVI is operating the
plant on a year-to-year basis until the BVI government informs OC-BVI of its intention to extend the existing, or enter
into a new agreement. We purchase electrical power to operate this plant from BVI Electric Co.

Reverse Osmosis Technology

The conversion of seawater to potable water is called desalination. The two primary forms of desalination are
distillation and reverse osmosis. Both methods are used throughout the world and technologies are improving to lower
the costs of production. Reverse osmosis is a fluid separation process in which the saline water (i.e. seawater) is
pressurized and the fresh water is separated from the saline water by passing through a semi-permeable membrane
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which rejects the salts. The saline water is first passed through a pretreatment system, which generally consists of fine
filtration and treatment chemicals, if required. Pre-treatment removes suspended solids and organics which could
cause fouling of the membrane surface. Next, a high-pressure pump pressurizes the saline water thus enabling
approximately 40% conversion of the saline water to fresh water as it passes through the membrane, while more than
99% of the dissolved salts are rejected and remain in the now concentrated saline water. This concentrate is
discharged without passing through the membrane; however, the remaining hydraulic energy in the concentrate is
transferred to the initial saline feed water with an energy recovery device thus reducing the total energy requirement
for the reverse osmosis system. The final step is post-treatment, which consists of stabilizing the produced fresh water
(thereby removing undesirable dissolved gases), adjusting the pH and providing chlorination to prepare it for
distribution.
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We use reverse osmosis technology to convert seawater to potable water at all of the plants we construct and operate.
We believe that this technology is the most effective and efficient conversion process for our markets. However, we
are always seeking ways to maximize efficiencies in our current processes and investigating new, more efficient
processes to convert seawater to potable water. The equipment at our plants is among the most energy efficient
available and we monitor and maintain the equipment in an efficient manner. As a result of our decades of experience
in seawater desalination, we believe our expertise and “know how” in the development and operation of desalination
plants and similar facilities is easily transferable to locations outside of our current operating areas.

Raw Materials and Sources of Supply

All materials, parts and supplies essential to our business operations are obtained from multiple sources and we use
the latest industry technology. We do not manufacture any parts or components for equipment essential to our
business. Our access to seawater for processing into potable water is granted through our licenses and contracts with
governments of the various jurisdictions in which we have our operations.

Seasonal Variations in Our Business

Our operations are affected by the levels of tourism and are subject to seasonal variations in our service areas.
Demand for our water in the Cayman Islands, Belize, and the Bahamas is affected by variations in the level of tourism
and local weather, primarily rainfall. Tourism in our service areas is affected by the economies of the tourists’ home
countries, primarily the United States and Europe, terrorist activity and perceived threats thereof, and increased costs
of fuel and airfares. We normally sell more water during the first and second quarters, when the number of tourists is
greater and local rainfall is less in our markets, than in the third and fourth quarters.

Government Regulations, Custom Duties and Taxes

Our operations and activities are subject to the governmental regulations and taxes of the countries in which we
operate. The following summary of regulatory developments and legislation does not purport to describe all present
and proposed regulation and legislation that may affect our businesses. Legislative or regulatory requirements
currently applicable to our businesses may change in the future. Any such changes could impose new obligations on
us that may adversely affect our businesses and operating results.

The Cayman Islands
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The Cayman Islands are a British Overseas Territory and have had a stable political climate since 1670, when the
Treaty of Madrid ceded the Cayman Islands to England. The Queen of England appoints the Governor of the Cayman
Islands to make laws with the advice and consent of the legislative assembly. The legislative assembly consists of 18
elected members and two members appointed by the Governor from the Civil Service. The Cabinet is responsible for
day-to-day government operations. The Cabinet consists of seven ministers who are chosen by the Premier from its 18
popularly elected members, and the two Civil Service members. The elected members choose from among themselves
a leader, who is designated the Premier, and is in effect the leader of the elected government. The Governor has
reserved powers and the United Kingdom retains full control over foreign affairs and defense. The Cayman Islands are
a common law jurisdiction and have adopted a legal system similar to that of the United Kingdom.

The Cayman Islands have no taxes on profits, income, distributions, capital gains or appreciation. We have
exemptions from, or receive concessionary rates of customs duties on capital expenditures for plant and major
consumable spare parts and supplies imported into the Cayman Islands under our retail water license. We do not pay
import duty or taxes on reverse osmosis membranes, electric pumps and motors, and chemicals, but we do pay duty at
the rate of 10% of the cost, including insurance and transportation to the Cayman Islands, of other plant and associated
materials and equipment to manufacture or supply water in the Seven Mile Beach or West Bay areas. We have been
advised by the Government of the Cayman Islands that we will not receive any duty concessions in our new retail
water license.
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The Bahamas

The Commonwealth of The Bahamas is an independent nation and a constitutional parliamentary democracy with the
Queen of England as the constitutional head of state. The basis of the Bahamian law and legal system is the English
common law tradition with a Supreme Court, Court of Appeals, and a Magistrates court.

Under the current laws of the Commonwealth of The Bahamas, no income, corporation, capital gains or other taxes
are payable by us. We are required to pay an annual business license fee (the calculation of which is based on our
preceding year’s financial statements) which to date has not been material to the results of our Bahamas operations.

Belize

Belize achieved full independence from the United Kingdom in 1981. Today, Belize is a constitutional monarchy with
the adoption of a constitution in 1981. Based on the British model with three independent branches, the Queen of
England is the constitutional head of state, represented by a Governor General. A Prime Minister and cabinet make up
the executive branch, while a 31 member elected House of Representatives and a 13 member appointed Senate form a
bicameral legislature. The cabinet consists of a prime minister, other ministers and ministers of state who are
appointed by the Governor-General on the advice of the Prime Minister, who has the support of the majority party in
the House of Representatives. Belize is an English common law jurisdiction with a Supreme Court, Court of Appeals
and local Magistrate Courts.

The Government of Belize has exempted CW-Belize from certain customs duties and all revenue replacement duties
until April 18, 2026, and had exempted CW-Belize from company taxes until January 28, 2006. Belize levies a gross
receipts tax on corporations at a rate varying between 0.75% and 25%, depending on the type of business, and a
corporate income tax at a rate of 25% of chargeable income. Gross receipts tax payable amounts are credited towards
corporate income tax. The Government of Belize also implemented certain environmental taxes and a general sales tax
effective July 1, 2006 and increased certain business and personal taxes and created new taxes effective March 1,
2005. Belize levies import duty on most imported items at rates varying between 0% and 45%, with most items
attracting a rate of 20%. Under the terms of our water supply agreement with BWSL we are reimbursed by BWSL for
all taxes and customs duties that we are required to pay and we record this reimbursement as an offset to our tax
expense.

The British Virgin Islands
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The British Virgin Islands (the “BVI”) is a British Overseas Territory, with the Queen as the Head of State and Her
Majesty’s representative, the Governor, responsible for external affairs, defense and internal security, the Civil Service
and administration of the courts. Since 1967, the BVI has held responsibility for its own internal affairs.

The BVI Constitution provides for the people of the BVI to be represented by a ministerial system of government, led
by an elected Premier, a Cabinet of Ministers and the House of Assembly. The House of Assembly consists of 13
elected representatives, the Attorney General, and the Speaker.

The judicial system, based on English law, is under the direction of the Eastern Caribbean Supreme Court, which
includes the High Court of Justice and the Court of Appeal. The ultimate appellate court is the Privy Council in
London.

Bali, Indonesia

Bali is an Indonesian island with a population of over four million located between Java to the west and Lombok to
the east. Bali is one of the world’s premier island tourist destinations, home to numerous four and five star resorts. Bali
is renowned for its highly developed arts, beautiful surroundings (both mountain and coastal areas), diverse tourist
attractions, excellent international and local restaurants, and the friendliness of the local people. Under the current
laws of Bali, Indonesia, we are subject to corporate income taxes.

Market and Service Area

Although we currently operate in the Cayman Islands, Belize, the British Virgin Islands, The Commonwealth of The
Bahamas, and Indonesia, we believe that our potential market consists of any location where a need exists for potable
water and with access to seawater or brackish water. The desalination of seawater, either through distillation or
reverse osmosis, is the most widely used process for producing potable water in areas with an insufficient natural
supply. We believe our experience in the development and operation of reverse osmosis desalination plants provides
us with a significant opportunity to successfully expand our operations beyond the markets in which we currently
operate.

Cayman Islands. The Cayman Islands government, through the WAC, supplies water to parts of Grand Cayman,
which are not within our licensed area, as well as to Cayman Brac. We operate all but one of the reverse osmosis
desalination plants owned by the WAC on Grand Cayman and supply water under licenses and supply agreements
held by OC-Cayman with the WAC.
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According to the most recent information published by the Economics and Statistics Office of the Cayman Islands
Government, the population of the Cayman Islands was estimated in December 2015 to be 60,413. According to the
figures published by the Department of Tourism Statistics Information Center, during the year ended December 31,
2015, tourist air arrivals increased by less than 1% and tourist cruise ship arrivals increased by 6.7% compared to
2014.
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Total visitors for the year increased from 2.0 million in 2014 to 2.1 million in 2015. We believe that our water sales in
the Cayman Islands are more positively impacted by stay-over tourists that arrive by air than by those arriving by
cruise ship, since cruise ship tourists generally only visit the island for one day or less and do not remain on the island
overnight.

The Bahamas. On South Bimini Island in The Bahamas, we supply water to a private developer and do not have
competitors. GE Water operates a seawater desalination plant on North Bimini Island and other small family islands.
We competed with companies such as GE Water, Veolia, IDE, OHL Inima and Biwater for the contract with the
Bahamian government to build and operate a seawater desalination plant at Blue Hills, New Providence, Bahamas.
We expect to compete with these companies and others for any future water supply contracts in The Bahamas.

Belize. Our current operations in Belize are located on Ambergris Caye, which consists of residential, commercial and
tourist properties in the town of San Pedro. This town is located on the southern end of Ambergris Caye, one of many
islands located east of the Belize mainland and off the southeastern tip of the Yucatan Peninsula. Ambergris Caye is
approximately 25 miles long and, according to the Central Statistical Office “Belize: 2010 National Census Overview”,
has a population of about 11,500 residents. We provide bulk potable water to BWSL, which distributes this water to
this market. BWSL currently has no other source of potable water on Ambergris Caye. Our contract with BWSL
makes us their exclusive producer of desalinated water on Ambergris Caye through 2026.

A 185 mile long barrier reef, which is the largest barrier reef in the Western Hemisphere, is situated just offshore of
Ambergris Caye. This natural attraction is a choice destination for scuba divers and tourists. According to information
published by the Belize Trade and Investment Development Service, tourism is Belize’s second largest source of
foreign income, next to agriculture.

British Virgin Islands. The British Virgin Islands are a British Overseas Territory and are situated east of Puerto Rico.
They consist of 16 inhabited and more than 20 uninhabited islands, of which Tortola is the largest and most populated.
The British Virgin Islands serve as a hub for many large yacht-chartering businesses.

Competition

Cayman Islands. Pursuant to our license granted by the Cayman Islands government, we have the exclusive right to
provide potable, piped water within our licensed service area on Grand Cayman. At the present time, we are the only
non-government-owned public water utility on Grand Cayman. The Cayman Islands government, through the WAC,
supplies water to parts of Grand Cayman located outside of our licensed service area. Although we have no
competition within our exclusive retail license service area for potable water, our ability to expand our service area is

Edgar Filing: CONSOLIDATED WATER CO LTD - Form 10-K

30



at the discretion of the Cayman Island government. Private residences and commercial multi-unit dwellings up to four
units may install potable water making equipment for their own use. Water plants on premises within our license area
and serving only their premises in existence prior to 1991 can be maintained but not replaced or expanded. We are
aware of only one such plant currently in operation. The Cayman Islands government, through the WAC, supplies
water to parts of Grand Cayman outside of our licensed service area. We have competed with such companies as GE
Water, Veolia, and IDE for bulk water supply contracts with the WAC.

The Bahamas. On South Bimini Island in The Bahamas, we supply water to a private developer and do not have
competitors. GE Water operates a seawater desalination plant on North Bimini Island and other small islands. We
competed with companies such as GE Water, Veolia, IDE, OHL Inima and Biwater for the contract with the
Bahamian government to build and operate a seawater desalination plant at Blue Hills, New Providence, Bahamas.
We expect to compete with these companies and others for any future water supply contracts in The Bahamas.

Belize. On Ambergris Caye in Belize, our water supply contract with Belize Water Services Limited is exclusive, and
Belize Water Services Limited cannot seek contracts with other water suppliers, or produce water itself, to meet their
future needs in San Pedro, Ambergris Caye, Belize.

British Virgin Islands. In the British Virgin Islands, GE Water operates seawater desalination plants in West End,
Tortola, and on Virgin Gorda and generally bids against OC-BVI for projects. In 2010, Biwater PLC negotiated a 16
year contract on a sole sourced basis, pursuant to which it has constructed and is operating a 2.75 million gallon per
day desalination plant in Parakeeta Bay, Tortola for the British Virgin Islands government.

Bali, Indonesia. In Bali, we compete against local water treatment equipment suppliers who provide equipment and
services to individual resort properties.

To implement our growth strategy outside our existing operating areas, we will have to compete with some of the
same companies we competed with for the Blue Hills project in Nassau, Bahamas such as GE Water, Veolia, IDE
Technologies, GS Inima, and Biwater as well as other companies. Some of these companies currently operate in areas
in which we would like to expand our operations and already maintain worldwide operations having greater financial,
managerial and other resources than our company. We believe that our low overhead costs, knowledge of local
markets and conditions and our efficient manner of operating desalinated water production and distribution equipment
provide us with the capabilities to effectively compete for new projects in the Caribbean basin and other select
markets.
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Environmental and Health Regulatory Matters

Cayman Islands. With respect to our Cayman Islands operations, we operate our water plants in accordance with
guidelines of the Cayman Islands Department of Environmental Health. We are licensed by the WAC to discharge
concentrated seawater, which is a byproduct of our desalination process, into deep disposal wells.

Our Cayman Islands license requires that our potable water quality meet the World Health Organization’s Guidelines
for Drinking Water Quality and contain less than 200 mg/l of total dissolved solids.

The Bahamas, Belize, and British Virgin Islands. With respect to our Bahamas and Belize operations and OC-BVI’s
British Virgin Islands operations, we and OC-BVI are required by our water supply contracts to take all reasonable
measures to prevent pollution of the environment. We are licensed by the Belize and Bahamian governments to
discharge concentrated seawater, which is a by-product of our desalination process, into deep disposal wells. OC-BVI
is licensed by the British Virgin Islands government to discharge concentrated seawater into the sea. At several of our
locations hydrogen sulfide gas is present in the seawater and we operate our plants in a manner so as to minimize the
emission of airborne gas into the environment.

We are not aware of any existing or pending environmental legislation which may affect our operations. To date, we
have not received any complaints from any regulatory authorities.

Employees

As of March 8, 2016, we employed a total of 127 persons, 67 in the Cayman Islands, 21 in The Bahamas, 22 in the
United States, seven in Belize and five in Asia. We also managed the five employees of OC-BVI in the British Virgin
Islands. We have 10 management employees and 34 administrative and clerical employees. The remaining employees
are engaged in engineering, purchasing, plant maintenance and operations, pipe laying and repair, leak detection, new
customer connections, meter reading and laboratory analysis of water quality. None of our employees is a party to a
collective bargaining agreement. We consider our relationships with our employees to be good.

Available Information
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Our website address is http://www.cwco.com. Information contained on our website is not incorporated by reference
into this Annual Report, and you should not consider information contained on our website as part of this Annual
Report.

We have adopted a written cod
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